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" RSM

RSM Puerto Rico -

'POBox 10528
Sanjuan, PR00922-0528

T (787) 751-6164
F (787) 759-7479
INDEPENDENT ACCOUNTANTS' REPORT - WS
ON APPLYING AGREED-UPON PROCEDURES

To:  The Managements of Puerto Rico Telephone Company, Inc. (PRTC, Claro Puerio Rico ar Carrier), the
Universal Service Administrafive Company (L'SAC), and the Federai Communications Commission (FCC or
Commission):

We have perfored the procedures erumerated in Aftachment A, whiclt were agreed to by the FCC's Wireline
Competifion Bureaa (Bureau) and Office of Managing Director (OMD) in the Lifefine Biennial Audit Plan, or as
otherwise directed by the Bureau, sofely to assist you in evaluating Claro Puesto Rico’s compliance with certain
regutations and orders goveming the Low Income Suppott Mechanism (also known as the Lifefine Program) of the
Universal Service Fund, set forth in 47 C.F.R. Part 54, as well as other program requiremerts, including any state-
mandated Lifeline requirements {collectively, the Rules) detailed in the Lifeline Biennial Audit Plan for the calendar
year ended December 31, 2015. Claro Puerio Rico’s management is responsible for compliance with the Rules.
This agreed-upon procedures engagement was conducted in accordance with aftestation standards established by
the Generally Accepted Government Auditing Standards (GAGAS) issued by the Govemnment Accountability Office.”
The sufficiency of these procedures is solely the responsibility of the Bureau and OMD. Conseguently, we make no
representation regarding the sufficiency of the procedures-described in Attachment A, either for the purpose for which
this report has been requested or for any other purpose.

Specific procedures and refafed results dre enurnerated in Aftachment A to#his report. In compliance with the Lifeline
Biennial Audit Plan, this report does net contain any personally identifiable information or individually identifiable
customer proprietdry network infarmation.

We were not engaged to, and did not, conduct-en examitiation, the objective of which would be the expression of an
opinien on Claro Puerto Rico’s compiiance with the Rules. Accordingly, we: do not express such an opinion. Had we
performed additional procedures, other matters might have come fo our attention that would have been reported
fo you.

This report is intended solely for the informafion am'i us& for the mranagements of Claro Puerio Rico, USAC, and the

FCC, and is not intended to be and sheuld not be used by anyone ather than these specified parties. This report
becomes a matter of the public record upon filing of the final report with the FCC. The final report is not confidentiai.

San Juan, Puerio Rico ' . / A
March 27, 2017. %/ y/ N é :
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PUERTO RICO TELEPHONE COMPANY

Agreet-Upon Procedures Report in Accordance with Attestation Standaids Established by the
Generally Accepted Government Auditing Standards issued by the Government Accountability Office
December 31, 2015 o i

Attachment A enumerates the agreed-upon procedures for Claro Puerto Rico, the assotiated resuits, and any
management responses obtained in relatior: to the exceptions identified.

Procedure 1

RSM Puerte Rice (RSM) inquired of management and obtzined the carrier's polieles and procedures in response o
ltemt 4 of Appendix A of the Lifelin& Biennial Audit Plan for cffering Lifeline service to qualifying iow-income

consumers.
RSM examined the carrier's policies and procedures and compared those poficies and procedures, as well as
management's responses to the inquiries, to the Commission’s Lifelire rules set forth in Appendix F of fhe Lifelihe
Biennial Audit Plan.

RSM noted no discrepancies between the carriers pilicies and protedurss, management's respoms‘e‘é to the
inquirfes, and the Commission’s Lifeline rules.

Finding

No exceptions soted.

Procedure 2

RSVt inspected 10 examples of carrier marketing materials describing the Lifeline service (i.e., print, audio, video and
web matertals used to desciibe or enroll in fhe Lifeline servite offering, including standard scripis used when enrolling
new subscribers, application and certification forms), as provided in response to ltems 4, 6 and 7 of Appendix A of
the Lifeline Biennial Audit Plan. :

Findinyg

RSM noted the inspected markefing materials contained the required information, with the exception of the fellowing:

- One (1) marketing material omitied the disclosure reiated that the service is non-transferable, as required by
47 C.F.R. secfion §4.405 (cXd).

There is no monetary effect associated with this finding.
Beneficiary Resposise
All promotional material used in the written press includes the required language requested by USAC. Cufrently,

disclosuras requires approval before submitting it for printing. Only one (1) brochure promotion did not includs the
disclosure that the service is non-fransferable.
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PUERTO RICO TELEPHONE COMPANY

Agreed-Upon Procedures Report in Accordaice with Atfestation Standards Estabfished by e
Generally Accepted Government Auditing ‘Standards issued by the Government Accountabifity Office
December 31, 2015 ) '

Procedure 3

RSM reviewed the carrier's respenses to the background questionnaire regarding the carrier's policies for (1) how
subscribers notify the carrier of the subscriber's intent to cancel setvice or give nolification that she/he is.no lenger
eligible to receive Lifeline service and (2) when de-enroliment for stch notifications accurs. RSM verified that these
policies are designed to (1) allow subscribers to make the nofifications. required by 47 C.F.R. §§ 54.410(d)(3)(H) and
(iv) and (2) prevent the carrier from claiming ineligible subscribers onthe FCC Farm 487 or subscribers who wish o
cancel service.

RSM called the customer care numbers provided in @pense 1o ftem & of Appendik A, as'well @s any customer care
numbers identified in the marketing materials provided in respanse to ltem 6 of Appendix A, or on the websites
provided in response to ltein 7 of Appendix A

RSM noted that the number identified i the marketing materiat and te teléphone number was operational. Also,
noted that It involves an interactive voice response (VR) system that automatically forwards the call fo a live customer
care operator.

Fiinding

No exceplions noted,

Proceduare 4

RSM inspected applicable policies and procedures fegarding de-enrollient frofh fite program, including when the
Claro Puerto Rico will de-enroll subscribers based on lack of eligibility, duplicative support, non-usage, and faikrs to
recertify under 47 C.F.R. §54.408, as provided in response fo item 4 of Appendix A.

RSM examined and compared thecarrier’s policies and procedirres, s well as managemenf's résponses to inquiries,
to the Commission’s Lifeline rules set forth in-the Appendix F of the-Lifefine Biennial Audit Plan.

RSM noted no discreparncies between fie carrier's policies ahd procedures, managernesffs responses fo the
inquiries, and the Commission’s Lifeline rules.

Finding

No exceptions noted:

Objective 2:’ Consumer Quaziitication for Lifeline

Procedure 1

RSM inquired of management and obtained the carriers-pelicies and procedurés in fesponse to ftem 4 of Appendix

A of the Lifeline Biennial Audit Plan for fimiting Lifeline support to a single subseription per household, as provided
by the carrier in response to ltem 4 of Appendix A of the Lifeline Biennial Audit Plan.
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PUERTO RICO TELEPHONE COMPANY

Agreed-Upon Procedures Report in Accordance with Attestation Standards Established byt’ne
Generally Accepted Government Auditing Standards issued by the Government Accoumtability Office
December 31, 2015 ) . o

RSM examined the camier's policies and procedures, and compared #ose policies ard procedures. as w_el! as
management's responses to the inquiries, to the Commissior’s Lifeline rules set forth in Appendix F of the Lifeline
Biennial Audit Plan.

RSM noted no discrepaneies between e canier's policies and procedures, management's responses fo the
inquiries, and the Commission’s Lifeline rales.

Findmng

No exceptions noted.

Procedure 2

RSM reviewed the procedures the carriet has in place to ensure it has accurately completed FCC Form 487.

RSM noted no discrepancies bebween the carrier's policies. aind procegures, management's resporises to the
inquiries, and the Commission’s Lifeline rides.

Finding
No exceptions noted.
Procedure 3

RSM obtained the subscriber list i# response to ftem 1 of Appendix A of the Lifaline Bignhial Audit Plan and ebtained
the carrier’'s FCC Forms 497 for each study arez for the selected month.

RSM examiried the number of subscribers claired on Forms 497 and compared the numbers of subscribers reported
on the Forms 497 to the number of subscribers contained on the subscriber list for each study area.

RSM notfed no discrepancies betwean the FCC Form 497 and the subscriber fist fof each study area,
Finding

No exceptions noted,

Procedure 4

RSM used computer-assistéd audit techniques to examine the Subsciiber List and searchéd for duplicate addiesses
with different subscribers.

RSM created a list reflecting these resuits.
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PUERTO RICO TELEPHONE COMPANY

Agreed-tpon Procedures Report it Atcordancé with Attestation Standards Established bythe .
Generally Accepted Government Auditing Standards issued by the Government Accountabifity Qffice
December 31, 2015

Finding

Not applicable.
Procedure §

RSM randomly selected D substribers from the fist completed in procedure 4 and requested copies fram Claro
Puerto Rico of the one-per-householid certification. form for each of the selected subscribefs. ,

RSM verified that the selected subscribers cerfified to only receiving ohe Lifefine-supported service i hisfer
household using the one-per household worksheet

Finding
No exceptions noted.
Objective 3: Subscriber Eligibility Determination and C:

Procedure 1

RSM inquired the management and obtaiied carrier policies &nd procedures for ensuring that its Lifeline subscribers
are eligible to receive Lifeline services as provided by the carrier i response to item 4 of Appendix A of the Lifeline
Blennial Audit Plan. '

- RS8M inspected the Claro Puértd Rico’s palicies and ascertained it inchidés a policy that the ETC does not
retain copies of subscribers’ proof of income-or program based eligibility.

- RS5M inspected the Claro Puérto Rito’s policies and ascertained it includes a policy or procedure that Ciaro
Puerto Rico must fully verify the-eligibility of each low-income consumer prior to providing Lifefine service to
that consumer, and that Claro Puerto Rico, or its agefits, may not provide the consumer with an activated
device intended to enable access to Lifeline service until that consumer’s eligibility is fully verified and =il
other necessary enrollment steps have been completed. -

RSk examined the policies and procedure and compared management responses and carier policies and
procedures with the Commission’s Lifeline rules set forth in sections 54.410 of Appendix F of the Lifeline Biennial
Audit Plan for offering Lifeline setvice to gualifying low-incorne consumers:

Finding

RSM noted that Clare Puerio Rico's policies and procedures did not contaifl an element estabfishing that

telecommunication cartier must not retain copies of the documentation of a prospective subscriber’s income-based
eligibility for Lifefine, as required by 47 C.F.R. § 54.410.
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PUERTO RICO TELEPHONE COMPANY

Agreed-Upon Procedutes Report Tn Accordance with Aftestation Skmdards. Estahlishealby“_&.tej '
Generafly Accepted Government Auditing Standards issued by the Governnment Accountability Office
December 31, 20156 ]

Beneficiary Response

Pursuant ta the Lifelineé Rules of the Telecommunicafions Regulatery Beard of Puertd Rico (“Enmiendas
Provisionales al Reglamento sobre Servicio Universal, Regiamento 8093, Section 14.7, initially and annually
thereafier, the subscriber should present evidence showing that he or she qualifies to receive Lifeline by means of
the income criteria or by his or her participation en any of the qualified assistance programs. Moreover, ETCs shall
keep the records that proof compliance with the Lifeline requirements for a period of six (6) years and shall submit
that evidence to the Board or the Administrator, when requested. Specificaily the local rules establish the following:

“Initiafiy and annually, e subscriber sheuld present evidence that demonstratés eligibility for the benefits of the
Lifeline program, eftfter through income or through the assistance programs identified in Section 14.1B. "[8093,
Section 14.7 (e)].

"An ETC's will maintain records fo document compliance with ail Lifeline: program requirements, including those
reimbursements requested from the Fund, for-a period-of six (6) years, and if required, shalt submit them to the Board

or Administrator.” "[Regulation 8093, Section 14.7 (g)].° Moreover, current ruies requires an ETC to maintain
documentation for income and consumers’ qualifications, therefore implemented procedures should not be modified.*

Procedure 2

RSM examined Claro Puerto Rico’s policies and procedures for traiiiing efployees and agents to ensure that Claro
Puerto Rico’s Lifeline subscribers are eligible to receive Lifeline services, including any policies regarding how Claro
Puerto Rico ensures employees and agents have completed the training.

Finding '

No exceptions noted.

Procedure 3

RSM randomly selected 100 subscribers from the Subscriber List and for the first 50 of the sampled subscribers,
RSM performed the test described below for each of the subscriber's certification and recertification forms. After
performing the tests described below for the first 50 sampled subscribers, the error rate was higher than 5 percent;
therefore, RSM applied the same procedure to the remaining 50 subseribers in the sample and recorded the resuits.

- RSM examined the subscriber cerfification and recertification forms to verify the forms contain the foliowing
information: :
L Lifeline is a federal benefit and that willfully making false statements to obtain the benefit can result
in fines, imprisonment, de-enrofiment or being barred from the progranm;
Only one Lifeline service is available per household;

A household is-defined, for purposes of the Lifeline program, as any individual or group of individuais
who [ive together at the same address and share income and expenses;

A household is not permitted to receive Lifeline benefits from muifipie providers;

[ —
e

s
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PUERTO RICO TELEPHONE COMPANY

Agreed-Upon Procedures Report In Accordance with Aftestation Standards Established by the
Generally Accepted Government Auditing Standards issued by the Government Accountability Office

December 31, 2015

¥. Violation of the one-per-househeld Iimitation constitutes a viotation of the Commission’s rules and
will result in the subscriber's de-ensoliment from the programy;

Vi Lifelifie is 2 non<ransferable beneflt and the subscriber may not transfer his or her benefit to any
other person;

Vvii. Require each prospective subscriber to provide the following informatiom:

&N

The-substiiber first nanfe

The subscriber's fufl residential address

Whether the subscriber's residential address is permanent or temporary

The subscriber's billing address, if different from the subseriber's residential address
The subscriber’s date-of bisth

The last four digits of the subscriber's social securffy Humber, or the subscriber's Tribal
identification number, i the subscriber is 2 member of a Tribal nation and does not have a
social security number .

If the subscriber is seeking to qualify for Lifeline under the program based criteria, as set
forth in § 54.409, the name of the qualifying assistance program from which the subscriber,
his or her dependents, or his or her household receives benefits

If the subscriber is seeking to qualify for Lifeline undér the income based criterion, as sek
forth in § 54.409, the number of individuals in his or her hausehold require each prospective
subscriber to certify, under penalty of perjury

viii. Require each prospecfive subscriber to certify, under pehalty of perjury, that

1.

4.

“Fhe subscriber meets fhe income-based or program-based eligibility criteria for receiving
Lifeline, provided in § 54.408

The subscriber will nafify Claro Puerto Rico witfiin 30 days if for any reason he/she no longer -
safisfies the criteria for receiving Lifeline-including; as relevant, if the subscriber no longer
meets the income-based or program based criteria for recelving Lifeline service, the
subscriber is receiving more than one Lifeline benefit, or another member of the subscriber's
household is receiving a Lifeline benefit

If the subscriber is seeking to qualify for Lifeline asah eligible resident of Tribal lands, he/she
fives on Tribal lands, as defined in 54:400(e) ,

If the subscriber moves fo a new address, hefshe will provide that new address to Claro
Puerta Rico within 30 days

5. The subscriber's household will receive only one Lifefine service and, to the best of his or

her knowledge, the subscriber's household is ot already receiving a Lifeline service
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PUERTO RICO TELEPHONE COMPANY.

Agreed-Upon Procedures Report in Accordance with Aftestation Standards Established by the
Generally Accepted Government Auditing Standards issued by the Govemment Accountability Office
December 31, 2015 ) ,

6. The information contained in the subscriber’s certification form is true and correct fo the best
of his or her knowledge

7. The subscriber acknowiarigesthaf providing false or fraudulent information to receive Lifeline
benefits is punishable by law

8. The subscriber acknowiedges that the subscriber may be required o receriity his or her
continued eligibility for Lifeline at any time, and the subseriber's faffure to re-certify as fohis.
orher continued eligibility will result.in de-enroliment and the termination of the subscriber's
Lifeline benefits pursuant to § 54.405(e)(4)

ix. RSM compared the Claro Puerto Rico’s subscribér eligibffity criteria on #ie certification and
recertification forms to the federal eligibility criteria fisted in per 47 C.F.R. §54.409. Note any
discrepancies. .

Nete: Claro Puerto Rico may list the efigibility criferia in its enfirety or may aliow the subseriber to
note only histher qualifying criterion on the form

X. RSM verified the subsctiber completed all the required eletnents as identified in Objective i-3a
above, including signature and inffialing/checkbox requirements contained in the cerlification and
recertification forms

xi. RSM examined the subscriber's initial certificafion form to vefify the initial ceriification form is dated
prior to or on the same day as the Lifeline start date per the Subscriber List. This procedure would
not apply to subscsibers enrolled prior fo June 2012,

Xii. RSM noted that Tribal Liféline support is rict applicable to Puerto Rico.

xifi. RSM reviewed the list of the data source ar documentation that Claro Puerto Rico reviewed to confirm
the subscriber's eligibility.

xiv. RSM verified the recorded data sources are eligible data sources per 47 C,F.R. § 54.410, such as;
(1) income or program eligibility databases, (2) income or program efigibility documentation, or (3)
confimmation from a state administrator.
Finding

RSM noted the examined subscriber certification and recertification forms contained the required information, with
-the exception of the following:
- Claro Puerio Rico retains copies of subscribers’ proof of income or program-based eligibiity.
Beneficiary Respense

Pursuant to the Lifeline Rules of the Telecommunications Regulatory Board of Pueris Rico (“Enmiendas
Provisionales al Reglamento sobre Servicio Universal, Reglamento 8093%), Section 14.7, Initially and annually
thereafter, the subscriber should present evidence showing that he or she qualifies to receive Lifeline by means of
the income criteria or by his or her participation on any of the qualified assistance programs. Moreover, ETCs shall

Keep the records that proof compliance with the Lifeline requirements for a period of six (6) years and shall submit
that evidence to the Board or the Administrator, when requested. Specifically the local rules establish the following:
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PUERTO RICO TELEPHONE COMPANY

Agreed-Upon Procedures Repott in Accordance with Attestation Standards Estabfishedbythe
Generally Accepted Government Auditing Standards issued by the Government Accountability Office
December 31, 2015

“Initially and annually, the subscriber shouid present evidenice that demonsirates eljgibﬂi;y for ﬂ]e beneﬁts"-ef the
Lifeline program, either through income or through the assistance programs idenfified in Section 14.1B."[8093,
Section 14.7 {e}}.

*An ETC's will maintain records to document compliance with aft Lifeline program requiremerits, including those
reimbursements requested from the Fund, for & period of six {6) years; and if required, shall submit them toths Beard
or Administrator.” "[Regulation 8093, Section 14.7 (g)}.’ Moreover, current rules requires en ETC to maintain
documentation forincome and consumers’ qualifications, therefore implemented procedures should not be modified.”

Procedure 1

RSM inquired to management and obtained carrier policies #ind procedures for ensuring that the carrier has made
and submitted the annual certifications required under sections 54.418 and 54.422 of the Commission’s rules.

F inﬁiﬂg

No exceptions noted.

Proceduie 2

RSM examined Claro’s Puerio Rico’s FCC Form 555 thatwes filed on January 29, 2016. RSM verified thatan officer
of Claro Puerto Rico certified that he/she understands the Commission’s Lifeline rujes and requirements and that the
carrier. We also verified that the carrier made all of the following certifications:

- ias policies and procedures in place to ensure that jts Lifefine subscribers are efigible o receive Lifeline
services;
- Isin compliance with all federal L ifeline cevfification procedures; and
- In instances where an Claro Puerto Rico confirms consumer eligibility by refying on income er eligibility
databases, as defined in 47 C.F.R. §54.410(b)(T)()(A) or (c){1)(i)(A), the representative must attest annually
as to what specific-data sovirces the Claro Puerto Rico used to confirm eligibility.
Finding
No exceptions noted.
Procedure 3
RSM examined Claro Puerto Rico's orgariizational chart provided in response fo kem 5 of Appendix A and velified

that the certifying officer on the FCC Form 555 is an officer per the orgariizafional ehart or other publicly avaitale
documents.
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PUERTO RICO TELEPHONE COMPANY

Agreed-Upon Procedures Reportin Accordarnice with Affesiation Standards Established by the
Genetally Accepted Government Anditing Standards issued by the Government Accountability Office
December 31, 2015

Firnding
No exceptions noted.
Proceduré 4

RSM verified if the subscriber count per the ECC Form 555 agrees with thie total subscriber count per the February
Form 497.

Finding

No exceptions noted.

Procedure §

For the monih of August 2015, RSM selected the only territory Where Ctaro Puerto Rico received anameurit of Lifeline
support and is responsible for the annual recerfification process. RSW reviewed Claro Puerto Rico’s recertifigation

cesults of the individual subscribers reported on the FCC Form 555 filed on January 29, 2016. RSM verified that the
data reported on the FCC Form 555 for that territory agreed with the detailed recertification results,

Finding

RS noted discrepancies: between the subscriber count reported on Form 555 ard the counts reflected on the
recertification results provided by Claro Puerto Riso.

Beneficiary Response
There was a discrepancy in one subscriber. PRTG implemented adequatte policies and procedures to verify that the

correct number of subscribers are reported on the Form 555 and maintain documentation to demonstrate compliance
with the Rules. We will reinforced these procedures.

Procedure 6

RSM examined the Farn 555 for the only territory where Glara Puerto Rico received Lifeline suppoit. RSM noted
than non-usage rules applies for one siudy area code; however, there were no subscribers de-enrolled for non-usage
for the year under audit. . .

Finding

No exceptions noded.

Procedure 7

RSM reviewed Claro Puerto Rico’s annual Claro Puerto Rico certificafion. Vertified that Clare Puerto Rico reported ali
the information and made all the certifications required by 47 C.F.R. §54.422(a) (b).

RSM reviewed FCC Form 481 for each study area code and Claro Puerto Rico reported all the information and made
all the certifications required by 47 C.F.R. §54.422(a)(b).
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PUERTO RICO TELEPHONE COMPANY

Agreed-Upon Procedures Report in Accordance with Attestation Standasds Established by the
Generally Accepted Government Auditing Standards issued by the Government Accountability Office:
December 31, 2015 B

Finding
No excepfions noied.
Procedilre 8

RSM reviewed supporiiing schedules refated to Clafo Puerto Rico’s annual Claro Puerto Rico cerfification and verified
that the data reported on the annual Claro Puerto Rico cerfification agrees with the supporting schedules.

Findig

No exceptions noted,

Procedure 9

REM inquired of management and obiained carrier policies and procedures for maintaining records that document
compliance with the Lifeline preigram rules. Exémined the policies and procedures. Compared the managemert
responses and carrier policies with recordkeeping rules set forth in 47 C.F.R. § 54.417.

RSM noted that Claro Puerto Rico’s policy of 8 years for recardkeeping folkows the Commissior’s rule of 3 years, As
per representation of management, the records are maintained for a period 6 years due to the rules of the States
regulator, :
Finding

No exceptions noted.
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